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QUESTION 1 
[21 MARKS – 38 MINUTES] 
 
Despite the best intensions of the directors of a company to implement “fool proof” 
internal controls it is virtually impossible to do. From the board’s perspective, internal 
control, no matter how effective, can provide an entity with only reasonable assurance 
about achieving the entity’s financial reporting objectives. The reason is that internal 
control does have inherent limitations. 
 
REQUIRED: 
 
1.1 Describe the principle of segregation of duties. (3) 
1.2 Provide a brief description of each of the following types of 
controls: 
 1.2.1 Preventative controls  (1) 
 1.2.2 Detective controls  (1) 
 1.2.3 Corrective controls  (1) 
1.3  Provide an explanation of the following points: 
 1.3.1) Internal control is a process.   (2) 
 1.3.2) Internal control involves people.  (2) 
 1.3.3) Internal control is not static.   (2) 
 1.3.4) Internal control is not fool-proof.  (2) 
 1.3.5) Internal control is not the sole responsibility of 
management.   (2) 
 1.3.6) Internal control is not a case of a single control addressing 
a single risk.  (2) 
1.4 Name the component of internal control in which each of the 
following items belongs. 
 (i) Obtaining board approval for capital expenditure.  (1) 
 (ii) The appointment of a senior risk officer.  (1) 
 (iii) The publication and distribution of a code of conduct to all 
employees.  (1) 
 
 
 
QUESTION 2 
[10 MARKS – 18 MINUTES] 
 
Internal controls are all around us and we take them for granted sometimes, not even 
realising that internal control is there and that we are part of it. The following list 
describes some frequent everyday “internal controls”: 
 
2.1 When filling up with petrol the petrol pump automatically returns 
the counters which reflect the amount of the previous sale and 
quantity sold, to zero. (2) 
2.2 When shopping at Makro, a shopper must present the till receipt 
and his goods to a security person at the door of the shop although 
the goods have already been paid for. (2) 
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QUESTION 2 (continued) 
[10 MARKS – 18 MINUTES] 
 
2.3 When going to a cinema or theatre the usher (attendant) will tear 
the admission ticket in two as you enter, giving you back half and 
retaining half.  (2) 
2.4 Sportware, a shop specialising in footwear has a large range of 
footwear on open display. Only the left shoes are displayed. (2) 
2.5 The “Shop on the Corner” has a policy of never charging a round figure for 
anything. The shop will charge for example R5.15 rather than R5.00 and it 
displays every sale rung up in full view of the customer. (2) 
 
REQUIRED: 
 
Explain the intention of the above controls. (10) 
 
 
QUESTION 3 
[32 MARKS – 58 MINUTES] 
 
Expo (Pty) Ltd is a large consumer goods manufacturing company with all the 
normal accounting systems. Such a company requires for example revenue and 
receipts, payroll, acquisition and expenditure cycles. The chief accountant maintains 
a list of all the documents used within the various cycles. Some of these documents 
are listed below: 
 
a) Credit application form b) Purchase invoice 
c) Supplier’s delivery note d) Inventory requisition 
e) Clock card f) Internal sales order 
g) Credit note h) Back order note 
i) Costing schedule j) Sales invoice 
k) Cheque requisition l) Customer order 
m) Receipt n) Job cards 
o) Picking slip p) Masterfile amendment form 
q) Salary advice l) Remittance register  
 
REQUIRED: 
 
3.1 Describe the activities to be performed within the following functions of the 
revenue and receipt cycle at Expo (Pty) Ltd:   
 (i)  order department and sales authorisation;  
 (ii)  warehouse department;  
 (iii)  despatch department;  
 (iv)   invoicing department 
 (v) recording of sales 
 (vi) receipts mailroom/cashier 
 (vii) recording of receipts 
 (viii) credit management  (8) 
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QUESTION 3 (continued) 
[32 MARKS – 58 MINUTES] 
 
3.2 Select from the 18 documents listed above, only those which will be found in 
the revenue and receipts cycle of Expo (Pty) Ltd. Give a brief description of 
each document selected for what it is used for.  (20) 
3.3 List the risks that impact on the despatching of goods to customers.  (4) 
    
 
QUESTION 4   
[29 MARKS – 52 MINUTES] 
 
Arrow (Pty) Ltd is a large manufacturing company. Its acquisitions and payments 
system is broken down into the following functions: 
(i) Ordering 
(ii) Receiving 
(iii) Recording of acquisitions 
(iv) Payment and recording of payment. 
 
REQUIRED: 
 
4.1 List and explain nine documents used in the Acquisition and Payment cycle. (18) 
4.2 List the risks (what can go wrong) which relate to receiving of goods by 
Arrow (Pty) Ltd. (6) 
4.3 List the risks (what can go wrong) which relate to recording of the purchase. (5) 
    
 
QUESTION 5 
[8 MARKS – 14 MINUTES] 
    
The following documents may play a role in the inventory and production cycle: 
(i) Costing schedule 
(ii) Production schedules 
(iii) Materials issue note 
(iv) Inventory sheets 
(v) Inventory adjustment forms 
(vi) Job cards 
(vii) Inventory tags (for inventory counts) 
(viii) Transfer to finished goods note 
 
REQUIRED: 
 
Briefly describe the use of each of the above documents.  (8) 
    
 
Total: 100 
 
 
